





Vol. XIX, No. 10 


IN TWO SECTIONS 





IN THIS ISSUE 


Customer’s Accounts, by Harold W. 
Luenstroth 


Accounts Receivable Records and 
Methods, by N. B. Zeigler 











This Bulletin is published semi-monthly by the National 
Association of Cost Accountants, 385 Madison Avenue, 
New York. Subscription price, $10.00 per year. Entered 
at the Post Office, New York, N. Y., as second-class mat- 
ter August 28, 1925, under the Act of March 3, 1879. 























EDITORIAL DEPARTMENT NOTE 


Have you investigated the edequacy of your method of 
handling customer’s accounts in recent years? Possibly not. 
With T.D. 4422 necessitating expanded fixed asset records in 
many cases, with payroll methods needing revision to provide 
the data required in connection with payroll taxes, with the 
Robinson-Patman Act calling for increased analysis of costs of 
distribution and with additional problems provided by the un- 
distributed profits tax, there has been little time left for the 
review of methods in use and the study necessary to improve 
them. It is possible, then, that your procedure for handling 
accounts receivable may be inadequate and inefficient in the 
light of present standards. Possibly you can profit from the 
experience of others in improving customer’s accounting. The 
two articles in this issue of the Bulletin will provide numerous 
ideas for improvement. While both relate to customer’s ac- 
counting, they differ greatly in the particular methods used. 

Our Erst article is by Harold W. Luenstroth, Chief Account- 
ant of the Century Electric Co. of St. Louis. Mr. Luenstroth 
received his advanced education at St. Louis University. Prior 
to college he spent one year as clerk with the Peter Shoe Co. 
In 1922 he joined his present company as clerk. Since then 
he has advanced through the positions of Head of the Payroll 
Department, Cashier, General Ledger Accountant and Auditor 
to his present position as Chief Accountant. Mr. Luenstroth 
has been a member of the Association since 1922. 

N. B. Zeigler, the author of our second article, is a native of 
Rebersburg, Pa., and was educated at Lockhaven Normal 
School. He secured his early business experience with the Mid- 
vale Steel and Ordinance Co. and the Goodyear Tire & Rubber 
Co. Entering the employ of the Westinghouse Electric and 
Manufacturing Co. in 1920 as a junior accounting clerk, he 
became, through various promotions, Manager of the Accounts 
Receivable Section in 1933. In 1936 he was promoted to his 
present position as Manager of the Accounts Payable Section. 
We regret that space will not permit the inclusion of all of 
the seventeen forms used by Mr. Zeigler at the time his article 
was presented as an address before the Pittsburgh Chapter. 
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CUSTOMER’S ACCOUNTS 


A Technique of Sales Control, Accounting and Collection 
Procedure 


By Harold W. Luenstroth, Chief Accountant, 
Century Electric Co., St. Louis, Mo. 


_ MANY years the customer’s accounting of our company 

was done by means of the conventional bookkeeping machine 
method. All billings were treated in the same manner and no 
effort was made to control the cost of handling the various classes 
of customer’s orders. 

Some five years ago we were prompted to inaugurate the use of 
our tabulating equipment on receivable accounting, filling in idle 
time on this equipment and abandoning the bookkeeping machines, 
well worn in service, with the purpose of increasing efficiency in 
this work. 

In the application of the tabulating system to the customer’s 
accounting, it was necessary to provide a code number for each 
customer’s account because the numerical tabulator was used. 
With the account numbers also shown on the statistical copy of the 
billing, it was possible to determine sales to each customer monthly 
and also to summarize this information quarterly and annually in 
a sales analysis made by means of the tabulating equipment. From 
the annual sales analysis study a realization of the facts on cost of 
handling and accounting for customer’s orders, as well as selling 
costs were manifested. 


This study covering two successive years showed : 

1. Almost three-fourths of the total number of active ac- 
counts during the periods were for purchases under $100 
per year. 

2. These customers furnished only about 6 per cent of the 
total billing in dollars. 

3. These accounts averaged 2.6 orders per account per year 
and under $10 average purchase value. 


With this knowledge the sales department resolved to better the 
direction and control of the salesmen’s efforts. At the same time, 
and in conjunction with the sales department’s efforts, the ac- 
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counting department devised a simplified accounting routine 
termed “Ledgerless Bookkeeping,” for the accounting and collec- 
tion of these accounts, eliminating them from the tabulating 
method of accounts receivable. Only the large purchase accounts, 
the remaining fourth, from which over 9o per cent of the billings 
was obtained, were to be handled on the tabulating machines and 


ledger. 
Sales Control 


Before the inauguration of the sales control routine, a survey 
showed that what was true of the cost of handling the orders was 
also true of obtaining them. Salesmen were spending too much 
time on customers and prospects whose business or potential busi- 
ness did not justify the effort. Accordingly, a sales control system 
was adopted, the purpose of which was to correct this condition 
and concentrate the sales effort where it would produce the best 
results. 


The system provides for five different forms which are called: 


(a) Salesman’s Customers and Prospect Cards. 

(b) Sales Statistics. 

(c) Call Schedule. 

(d) Sales Forecast. 

(e) Salesman’s Call Report. 

(f) Home Office Record of Customers and Prospects. 


The salesman’s customer and prospect card (Exhibit 1) is pre- 
pared for the salesman’s calling list and besides showing all the 
information to identify the customer or prospect as a sales possi- 
bility, there is also provided space for the complete data which 
would be required in filling out an order. 

The information on the sales statistics form (Exhibit 2) origi- 
nates in the general office and is prepared for the sales organiza- 
tion twice a year, before the beginning of each year and again 
at the mid-year. It is prepared to facilitate the preparation of the 
new forecast, showing the names of customers and prospects on 
record, and forms the basis of the district manager’s direction of 
his selling force when glued to the other large sheets, call sched- 
ule and sales forecast (Exhibit 4). A copy of Exhibit 2 is made 
for the general office also and returned by the district office in 
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order that the annual potential data on the sales control cards (Ex- 
hibit 5) can be brought up to date. In this report the product 
classification is by groups: 

(a) Fractionals 

(b) Polyphase Integrals 

(c) Miscellaneous Integrals. 

The call schedule form is the salesman’s declaration of how he 
will spend his time, and details his calls for a quarter. The first 
quarter sheet is glued on top of the right hand edge of Exhibit 2, 
sales statistic form, and after the quarter is ended, the call sched- 
ule for the second quarter is made a part of the district manager’s 
control data and glued over the first schedule. Scheduled calls are 
designated with an x. A check, \/, signifies calls made off sched- 
ule and the circle around the @ indicates calls that are made as 
scheduled. The performance data is posted by the office clerks 
from the salesman’s call reports which are sent to the district of- 
fice for mailing to the general office. 

The sales forecast is executed by the salesmen under the very 
close supervision of the district manager and is the source from 
which the sales budget is prepared. This is detailed by types of 
product and can be checked monthly from sales analysis reports 
issued from the general office classified in the same manner. As 
with the call schedule, the detailed estimate covers one quarter 
and is glued on the top of the left-hand edge of Exhibit 2. The 
second quarter sheet is glued right over the first, after the period 
is completed. 

The salesman’s call reports (Exhibit 6) provide the home office, 
as well as district managers with the data concerning the calls for 
each customer or prospect and shows how well he is keeping up 
with his schedule. The home office record of customers and pros- 
pects shows the monthly totals of performance both in calls and 
dollars for each customer and prospect and is the general office 
control record. These are held in a visible file with the accounts 
for each salesman and office together, in order that the perform- 
ance data may be quickly posted. 


Classification of Customers 


Only the customers and prospects whose potential purchasing 
power is large enough are included on the sales control records 
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and the term “Assigned Accounts” is given to distinguish them 
from the other group, the “Unassigned Accounts,” the potential 
of which is insufficient. The sales department is striving con- 
stantly to add legitimate prospects and customers to the assigned 
group and to schedule more and more of the salesmen’s time for 
calls on this group. Any time remaining is spent on the unas- 
signed accounts. 

For each customer’s name shown in the sales control record, 
there is provided a customer’s ledger sheet. In other words, the 
assigned customers make up the accounting department’s Class 
“A” accounts, the sales of which are posted to ledger sheets and 
accounted for mechanically on the tabulating machines. All other 
sales to unassigned accounts, or, as they are termed in the ac- 
counting department, Class “B” accounts, are accounted for un- 
der the simplified method which we term, “Ledgerless Bookkeep- 
ing.” In addition, the monthly, quarterly, and yearly sales tabu- 
lations by customers are also divided in this manner: The billing 
for all the accounts of the assigned group, or Class A accounts 
is done separately for the period under question and one total is 
recorded for the billing of the unassigned, or Class B accounts for 
each territory group. This classification is not static as transfers 
from one group to the other, and vice versa, are being made all the 
time. It is even necessary sometimes to open Class A accounts 
for particular customers for credit reasons, in which case the sales 
control record adds them also. 


Central Information File 


In order to obtain the proper account classification on each 
order, there is a file of all Class A customers which is a visible 
record and called the “Central Information File” (C. I. F.). The 
form used is similar to Exhibit 1. This form is retained at each 
branch office for the customers in its territory, and a complete file 
in the order and accounting departments. 

Incidentally, the C. I. F. form has the same composition as the 
salesman’s customers and prospects cards and contains all order 
writing information. In order to assure no confusion because of 
this arrangement, all new C. I. F. forms are issued from the ac- 
counting department and written in small type on a special type- 
writer. 
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For all orders written for shipments to customers whose names 
do not appear in the central information file the designation Class 
B is shown opposite the space on the order form. As about 90 
per cent of the orders (except the repair parts which are all writ- 
ten at the home office) are written at the branch offices, the order 
department merely checks the orders (account number and the 
index to the sales statistical data) as they pass through the order 
mill. On those written at the home office they originate the data. 
To eliminate all errors, the account numbers are checked again in 
the accounting department on the accounting copies from which 
postings to the customer’s accounts receivable is made. 

Whenever a request is made to open an account, whether from 
the salesman, the credit department, or the general office sales 
department, a form for this purpose (see Exhibit 7) is prepared 
and approved by both the credit and the sales control departments 
and sent to the accounting department. The required number of 
C. I. F. forms are then prepared and made a part of the various 
central information files. In like manner notification is sent when 
an account number is cancelled and the form withdrawn from the 
files. One other file for classifying the checks covering the pay- 
ments of accounts is retained in the credit and collection depart- 
ments. 

This is a visible file made up of a series of celluloid covered 
cardboard strips on several panels which are readily flipped back 
and forth for quick indexing of the payments. The additions and 
withdrawals of the C. I. F. file are effected in this file also by the 
accounting department. 


“Ledgerless” Bookkeeping 


Our company has used the “Ditto” system for the order and 
billing routine for many years. Thus we are able to use the 
branch office clerks, who are required only part of the time for the 
other chores of the office, to write most of the orders. The hecto- 
graph ribbon is used to prepare the master order so that the re- 
quired copies can be run off on the “Ditto” machine at the home 
office. Under this system it was a simple matter to arrange for 
the requirements of “Ledgerless” Bookkeeping after the prelim- 
inary work had been accomplished. An extra copy of the billing, 
the accounting copy, is the only requirement of the simplified 
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Form #$975A 

BARD, Bann con 0'000060650066-sccvccaneeseces 

SALES CONTROL DATA 
(To be used for Adding Names to the Sales Control) 

— MPPPTTTTTTETT ITT TET TT Te GEReR. occ ccccssoeccocces DMR. c ce cccvesecceesss 
CAGMIET TD TERMED occ cccccccccsecccscescncsevesseccssccssesciscccccvcessoeesecess 
EE GED 606.660. 60:0-6656.60 0000 +cbneetenddbesseencscesneindinesasess ceekes 
en SD OID Ge Gia cn cccdsncea cr eeccirscececcacccncaussveastsasecsewesnktaees 
BEE Teme GE WRONG. 0.0 cc cs cccccccscrccccccccccccccosecccessescesoocesesassesces 
Customer’s Business Classification............ Motor Application No..............++. 


(According to Instructions on Manual Sheet 0-105) 
eee GP GP CUMS GRIST ce ccnccccce Seccccescce Keccecccces céeesesece 
Desa GE GUNES GE GEO WED hciiick cece cbs secddsns Senrcaceuas Srvadeuses 
Fractional Integral-Polyphase Integral 1g DC & Misc. 
TREIEEES HORUS TURROED 6 ones cc cictecs Cecce ste sheecsss Sessecceecsseeeeseees 
Ratan Getemtiel DAMMAGG coc cccccccccee cesccceseccccece socvcccccsecessvosecs 
PURO GEE GE GUN — occcccccccseces cecececccccesces seccctoceceneucesooes 
Fractional Integral- Polyphase Integral 1g, DC & Misc. 


Type Frame HP RPM Type Frame HP RPM Type Frame HP RPM 


Description of 
PGES ccewasaceceded 6eb6b006dnncdesnnteds S6nbeCeen6ESeEneéeeCs 


Remarks (If actual potential is different from theoretical, state why—Also describe 
motor buying history and our possibilities of getting or keeping a regular customer—If 
connected with another firm explain. Give general description of special motors.) 


Exuisit 7 
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routine. For the Class A accounts a buff colored sheet is used, 
while the Class B copies are made on a green colored sheet. 

The order department prepares an adding machine tape of each 
class of orders each day and balances the total of both classes 
against the summary of billing for the day (the charge record 
copies which furnish the data for the sales statistics). These 
figures are used to set up the accounting controls and to furnish 
the entries for the sales journal. 

Upon receipt of the daily billing summary and the accounting 
copies of the billing in the accounting department, the controls 
are posted and each class of copies handled as follows: 

Class A—To the tabulating department after the account num- 

bers are checked. 

Class B—Sorted and filed alphabetically in a binder that makes 

up the subsidiary ledger of the Class B controls. 


Each morning after the receipts cashier clerk has indexed the 
customer’s checks by means of the Class A accounts file on the 
panel arrangement referred to before, the accounting copies of 
Class B account invoices are withdrawn from the binder and 
marked “paid.” After all Class B account payments have been 
applied, a total of the sheets withdrawn is prepared and checked 
against the adding machine tape of the Class B checks. Partial 
payments are accounted for by placing on the invoice copy an ap- 
propriate stamp, on which is designated spaces for the amount of 
payment, date paid and the balance due. In order to complete the 
balancing routine, a credit slip is prepared for all partial pay- 
ments or “cash before order” checks and included with the sheets 
withdrawn. For the “cash before order” checks a sheet the 
size of the accounting copies making up the Class B subsidiary 
ledger, is filed in its proper place, showing the credit. It is dis- 
tinguished from the charges, being a different colored sheet and 
written in red. 

The next morning the deposit sheets are received in the account- 
ing department and the controls for the Class A and Class B pay- 
ments are prepared by a comptometer operator who merely adds 
all the entries designated as Class B accounts and those having ac- 
count numbers. The sum of each total must check with the credit 
to accounts receivable prepared independently from the same de- 
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posit sheets by the general accountant in balancing each day’s cash 
for entry in the cash book. Upon completion of this routine, the 
copies withdrawn and marked “paid,” go to their final resting 
place, the “paid” or “historical” file. This file is retained in the 
credit and collection department, available for reference on credit 
or other purposes. 


Trial Balance and Aging 


At the end of the month after the last day’s accounting copies 
are filed in the Class B ledger and those which have been paid are 
withdrawn, a combination trial balance and aging of the ledger 
is prepared. Names are shown on the form for only those copies 
the dating of which is over ninety days old and the ones which will 
head each new sheet. Thus the Class B ledger is balanced with 
the controls, and at the same time management is furnished with 
data to determine the aging of those small purchase accounts. 
Usually a balance is struck immediately. However, in a few 
cases there were some small differences which were located after 
checking the amounts from the ledger. In one case a small dif- 
ference could not be located but the very essence of the plan elimi- 
nates the need for spending much time looking for the difference. 
It is carried a while and if not found, a correction is made with an 
adjustment of the control. 


Collection Follow-Up Routine (Class B) 


The collection follow-up routine for the Class B items follows 
the main idea of the “Ledgerless” method. No collection bring- 
up file is used on these accounts unless they remain unpaid beyond 
sixty or seventy days, after a third collection letter is written. In 
other words, the card form first reminder, and the second and 
third form letters, are written from the accounting copy of the 
invoice in the subsidiary ledger. Date of shipment and the proper 
markings of previous action on the copy is the basis of the first 
three reminders. 

As an example of the proposed follow-up routine the following 
schedule has been drafted: 


Accting. copies dated Ist reminder 2nd reminder 3rd reminder 
10/1 through 10/10 11/20 11/30 12/10 
10/11 through 10/20 11/30 12/10 12/21 
10/21 through 10/31 12/10 12/21 12/31 
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On November 20, the collection clerk, upon examining the Class 
B ledger, would send the first reminder (card form) for all copies 
remaining in the subsidiary ledger dated during the first ten days 
of October. As evidence that this had been done, the November 20 
date would be stamped as part of the “Collection Follow-up 
Stamp,” and appear on the accounting copy. Then, on November 
30, the next follow-up date, the first reminder is sent for copies 
having shipping dates of October 12 through the 20th, and a sec- 
ond reminder for these copies having the November 20 date stamp 
appearing in the collection follow-up stamp, etc., etc. After the 
third reminder has been sent and three follow-up dates appear on 
the accounting copy, the account is handed to the collection man- 
ager, on the next bring-up date, or ten days later. From this 
point on, it is handled through the collection department bring-up 
file and all copies of any letters written are made a part of the col- 
lection file. This whole collection follow-up system functions on 
the premise that if the accounting copy of an order is not in the 
Class B ledger, payment has been received. 


Tabulating Machine Method for Accounts Receivable 


Concurrent with the above method of handling the accounting 
for Class B sales, the mechanical accounting routine is functioning 
in accounting for the Class A billings. After the accounting copies 
have been checked against the C. 1. F. in the accounting depart- 
ment, they are sent to the tabulating department. A tabulating 
card form (see Exhibit 8) is perforated for each copy of the billing 
(the form is the same as the one used for the sales statistical data 
except for the colored strips across the top). The total of all cards 
for a given day are balanced and then sorted to establish the neces- 
sary controls. The account number is so arranged that the first 
number of the five-digit code is used as the index for the ten con- 
trols into which the Class A customers accounting is divided. In 
the same manner credit cards are prepared for cash payments, 
balanced, and the tabulation of controls accomplished. “Balance 
Forward” cards previously prepared from the trial balance of the 
last posting and filed into the trial balance file, are withdrawn from 
the file for all the accounts on which transactions have occurred 
during the period. All the cards, for the accounting copies, the 
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cash payments received, and the balance forward cards, are then 
sorted by account number and posted to the ledger sheets. 


The posting occurs twice a week, Tuesday and Friday after- 
noon, and includes all the days’ billing since the last posting and 
the cash payments of the previous day. The billing is always two 
days behind as the order department bills the day after the ship- 
ment is made and the billing comes to the accounting and tabulat- 
ing departments on the second. This arrangement has proven 
satisfactory because the very nature of the Class A accounts with 
their credit limits established and the size of the companies in- 
volved, does not require a daily posting from the credit standpoint, 
nor does the collection follow-up routine require it either because 
the ledger sheets will show which items have been paid since the 
last posting, the cash being “keyed in” and marked in red pencil. 
At the time the checks are received, all the operations of the post- 
ing routine are mechanical except withdrawing the “balance for- 
ward” cards and the ledger sheet, on which postings are to be 
made. The operations include: 


. Detail of accounts which are to be posted—tabulator printer. 
Sorting cards in account sequence for posting—sorter. 

. Posting—tabulator printer. 

. Proof of posting-controls, the data of which is collected 
mechanically—tabulator sorter. 


WN 


After the posting is completed the old “balance forward” cards 
are sorted out and destroyed; the debit and credit cards 
are held until the end of the month for the preparation of the 
customer’s statements. New “balance forward” cards are drawn 
from the trial balance prepared for balancing purposes. 

After each posting the branch offices are advised of the pay- 
ments received for accounts in their territory in order that they 
may be informed of the condition of the account. The order 
routine provides copies of all billing (sales office credit) which, 
together with the cash remittances advice, are posted to their 
customers credit cards. Although this record is not intended to 
be an accurate account of the transactions for each customer in 
their territory, and is adjusted once a month when the copy of 
the customer’s statement is received, it is retained for credit pur- 
poses. Much of the company’s business is done through the con- 
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signed stock points located in all larger cities, and the branches 
must stay within the limits established by the credit department. 

Another requirement after each posting is the withdrawal of 
the debit cards for the cash received covering items paid in full. 
This is accomplished by having the credit and collection depart- 
ment index the checks representing payment “in full” and “par- 
tial.” They also send a supporting statement itemizing the pay- 
ments “in full,” to the tabulating department where the corre- 
sponding cards are withdrawn. At the same time the cash cards 
are sorted into the two groups. Those representing payments 
in full are discarded after the debit cards, withdrawn from the 
Class A file, and balanced against the total. Those representing 
the partial payments are held for sorting into the file when the 
next statements are prepared. 


Customer's Statements 


After the last day’s billing of the month has been received and 
posted, all the cards for the current month’s transactions, except 
the cash cards representing the payments in full, are sent to the 
local service bureau of the company whose machines are used 
for interpretation of the punching. This step facilitates the opera- 
tion of withdrawing the debit cards for the checks received cover- 
ing payment in full. The information punched is shown across 
the top of the card in printed form. 

While this is being done, a trial balance is prepared of the 
new “balance forward” cards and is sent to the mailing list, or 
addressing department, where a file of stencils is retained for all 
Class A customers. From the trial balance the stencils are in- 
dexed to imprint those customers whose numbers are listed on 
the continuous statement forms. A special attachment to the 
addressograph machine was prepared to handle the continuous 
three part interleaved carbon statement forms. The sorted cards 
are then placed in the hopper of the machine and the correspond- 
ing group of statement forms in the carriage of the printer. By 
means of a special feed device the machine operator prepares the 
customer’s statements, being careful that the account numbers 
printed on the statements from the tabulating cards check with the 
account numbers shown with the name and address imprinted by 
the addressograph. For very large accounts it is necessary to 
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interrupt the routine long enough to stop the machine, break 
the continuous form and finish the incomplete tabulation of that 
account on a blank statement form. Only open debits and unap- 
plied credits are listed on the statements. 

The statement is a three part form, the original of which goes 
to the customer, first carbon to the credit and collection depart- 
ment and the second carbon to the district office in whose terri- 
tory the account is located. The interleaved carbon sheets have 
been designed to be readily separated from the set and after separ- 
ation are distributed as referred to above. The originals how- 
ever, pass through three more machines before they are finally 
on the way: first, the folding machine which folds them for the 
envelope; second, the Sortergraph, in the mailing department 
which collects all mail to given customers for one mailing and 
arranges the dispatch schedule so as to catch the proper trains; 
and finally, the metered mailing machine which stamps and seals 
the envelopes. 


Collection Follow-Up Routine (Class A) 


The copy of the statememt received in the credit and collection 
department is the index to all collection follow-up work for the 
Class A accounts. The first step in this routine is the matching 
up of the new copies with the papers held in the bring-up file. 
The old statements remaining in the file are not looked up to 
determine whether paid or not, because a control is set up, while 
the new statements are prepared which must balance with the 
general controls and which assures that a statement has been pre- 
pared for all outstanding balances. Each day, after this first of 
the month preliminary work has been accomplished, the group of 
accounts to be handled in accordance with the collection schedule, 
comes up for attention and notations are made thereon if the item, 
or items, remain unpaid. The same policy outlined for the Class 
B items is used in the collection letter routine: a card re- 
minder for the first follow-up, form letter for the second and third, 
and finally, special letters by the collection and credit managers. 
Obviously the whole collection routine is simplified because of 
the arrangement whereby only the open debits and unapplied 
credits appear on the customer’s statement. 
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Quarterly Age Analyses (Class A) 


At the end of each calendar quarter, the cards making up the 
accounts receivable file are sorted by date of billing and tabulated 
by account number. Each account balance is printed on special 
columnar sheets showing the debits totaled by the months during 
which the items were billed and the unapplied credits. Comp- 
tometer operators apply the credits and record the balance applied 
to the proper column. After the aging operation, each control 
group is totalized and the totals posted to a final summary sheet 
from which the aging of the Class A customers is compiled. 


Conclusion 


A survey made of several month’s transactions shows that we 
have made much progress in controlling our sales effort and 
handling the paper work for the accounting and collection of the 
sales with an effort compatible to the class of work handled. The 
summary of the record on calls, September of this year to one 
year ago, shows about a 10 per cent increase in the total number 
of calls and an increase of better than 60 per cent in the number of 
calls to the “Assigned” group. The number of calls on the “Un- 
assigned” accounts has dropped about 40 per cent. An analysis 
of the month of September, 1937 showed that about 85 to 90 per 
cent of the billing dollars are now handled under the accounting 
and collection routine method for Class A and 10 to 15 per cent 
under the method for Class B accounts. Although we have no 
figures on the number of accounts the above billing represents, the 
average number of statements issued before was about three times 
as many as are issued now. It is the consensus of opinion that the 
effort necessary to inaugurate the technique for sales control, 
accounting and collection of customers’ orders as just outlined 
was well worth while. 
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ACCOUNTS RECEIVABLE RECORDS AND METHODS 


By N. B. Zeigler, Manager, Accounts Payable Section, 
Westinghouse Electric and Manufacturing Co., Pittsburgh, Pa. 


Len ASKED to speak on the subject of Westinghouse ac- 

counts receivable records and methods, I was told that it 
would not be expected of me to discuss any accounting theory 
pertaining to the subject, but that instead I should confine myself 
to our present methods and forms in the language of an operating 
man. My comments are, therefore, an explanation of these prac- 
tices with no thought of discussing them from a technical or the- 
oretical standpoint. 

We handle customers’ orders, make shipments, and issue in- 
voices and credits from approximately fifty different main operat- 
ing points. Many of our orders are from the same customer but 
originate in different locations, and in many cases our customer 
is also our supplier. It may not be necessary, but it is desirable 
from our viewpoint, that our accounts receivable records be cen- 
tralized at one point for all of the transactions originating at the 
various locations. As a matter of fact, we at one time attempted 
to segregate our accounts receivable records by territorial divi- 
sions but had to discontinue it. 

Just one more comment or our organization which must be 
understood in order to follow our detail procedure. The United 
States is divided into eight main sales districts, each of which 
comprises a headquarters office with several branch offices. In 
each of the headquarters offices the treasury department has a 
representative who determines credit limits applicable to our 
customers within that territory, and who is ultimately responsible 
for the final collection of these accounts. I mention this because 
under our plan of organization it is necessary that each of these 
treasury representatives have up-to-date and accurate information 
concerning the status of the account for each customer located 
within his territory. Our centralized accounts receivable record 
is maintained at our headquarters office located at East Pitts- 
burgh. 


Former Plan and Objectives of New 
We formerly operated a rather common type of accounts re- 
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ceivable records. The official company record was maintained 
by the accounting department, with duplicate records in the treas- 
ury department used for credit and collection work, and as ex- 
plained previously, because of our widespread operation, there 
was a further duplication of the records in each of the main dis- 
trict headquarters offices for the customers in that territory. We 
also sent to each customer a monthly statement of our account. 
This plan, therefore, required a monthly statement consisting of 
an original and three carbon copies; the original went to the cus- 
tomer, one copy being retained for the accounting department 
record, one copy for the headquarters treasury department and 
the third copy for the district office. This obviously resulted in 
an enormous duplication of detail record keeping, since each of 
the three records, to be of any real value, had to be kept up-to- 
date and in reconciliation with each other. 

The present plan was developed with two main objectives in 
view. First, in spite of many claims to the contrary, we were 
convinced that it was not necessary to mail monthly statements 
to customers. Second, we were determined to find some form 
of record which would eliminate the enormous amount of dupli- 
cate handling of details. You may be interested in knowing that 
at the time we changed to the present plan, we sent a notice to 
each customer with the last monthly statement issued under the 
old procedure, notifying them that no further statements would 
be mailed unless specifically requested, in which case we would 
be glad to comply. Of the ten thousand notices sent, there were 
approximately two hundred and fifty customers who requested 
monthly statements and these were generally public utilities or 
large syndicates who operated a centralized accounts payable de- 
partment covering transactions for their many different operating 
divisions accounts. We very definitely make the statement that 
nothing has occurred, since we made the change in March, 1933, 
to indicate to us that there is any real need for the mailing of 
monthly accounts receivable statements to customers. Before 
leaving this part of the subject, it may be of interest to note that 
when we were convinced that there was no need for issuing ac- 
counts receivable statements, we were curious to find out what 
we were doing with our suppliers’ statements. We don’t need 
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them either, and do not use them when we get them; in fact, we 
have notified our suppliers that we do not want them. 


Nature of the Problem 


The fundamental part of this discussion will cover the details, 
forms and methods which we follow in keeping our accounts 
receivable records. Our active accounts receivable records aver- 
age approximately ten thousand customer accounts, involving the 
posting of approximately eighty thousand items per month. We 
have segregated the ledger records by classes of accounts as fol- 
lows: Our regular customers’ accounts are arranged alphabeti- 
cally, the others are segregated as follows: A separate ledger for 
accounts with jobbers, another ledger for C.O.D. customers, an- 
other ledger for accounts with various branches of the United 
States Government, and another ledger for accounts with em- 
ployees, etc. 

To further simplify my explanation I have considered our ac- 
counts receivable operation as being made up of four distinct 
functions : 


1. The usual purpose of providing a detail record of transac- 
tions with customers. 

2. Providing analytical and statistical information for our man- 
agement. 

3. Providing the necessary information for our district treas- 
ury representatives. 

4. Providing working record for the treasury department both 
as to credit and collection activities. 

I propose to discuss each of these in sequence. 


Getting and Controlling the Data 


We require that each invoice and credit issuing point forward 
to the accounts receivable section daily a copy of each invoice and 
credit issued, and that these be mailed within such time as to in- 
sure their receipt in the accounts receivable section not later than 
11:00 a.m. each day. Each invoice and credit issuing point is 
assigned a series of identifying numbers for each class of docu- 
ments issued. Each issuing point summarizes the invoices on 
an accounts receivable face sheet in numerical order and head- 
quarters sees that each number is accounted for. - 
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A similar face sheet is used for transmitting credit memoranda 
to the accounts receivable section. The requirements covering 
credit memoranda are the same as for invoices. As the invoices 
and credits are received, the amounts are checked against the face 
sheets to insure that they are listed correctly. They are then 
taken to the sorting rack and sorted to respective ledgers. At 
11:00 o’clock each day, at which time approximately 95 per cent 
of the invoices and credits have been received, they are removed 
from the sorting rack, filed alphabetically by ledgers, and pre- 
determined totals are established for each ledger. After the 
invoices and credits have been segregated to ledgers and prede- 
termined totals established, the totals appearing on the face sheets 
for accounts receivable and credit memoranda are recorded on the 
face sheet control by invoice or credit issuing points. The total 
of the debits, less the total of the credits, represents the net total 
of the face sheet control for the day. It is obvious, therefore, 
that the total established by ledgers must agree with this total. 
Some of you may ask what we do if these totals are not in balance. 
Obviously, we have to check item against item until they do bal- 
ance. At first we did encounter difficulty in balancing but found 
the answer was in the selection of the type of clerks doing this 
work. We have not experienced any serious difficulties in this 
respect during the past three years. The invoices are placed in 
posting drawers and the predetermined total for each ledger is 
shown on the reverse side of the face sheet control. The total 
for each ledger is posted to the respective control ledger sheet. 


Posting Receivables 


Exhibit 1 is a facsimile of our posting schedule for February, 
1937. It will be noted that on the 8th, 11th, 16th, 19th, 25th, and 
March Ist or 2nd we post the “A” ledger from 8:30 to 12:00, the 
“B” ledger from 11:00 to 3:00 on each of the dates shown, etc. 
Sufficient time is included in the scheduled time to allow for stuf- 
fing, posting, and balancing of the ledger. Our postings are made 
to ledger sheets (Exhibit 2) except in those few cases where it is 
necessary to furnish monthly statements to customer, when a 
slightly different form is used, which is prepared in duplicate. 
Each ledger is scheduled for posting every fourth working day; 
therefore, there is a minimum of three lots of invoices in the 
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FEBRUARY, 1937—POSTING SCHEDULE 


Date Date Date 
8 9 10 
11 12 15 
16 17 18 
19 23 24 
25 26 26 
lor2 lor2 lor2 
Ledger Time Ledger Time Ledger Time 
A 8:30to12:00 B-2 8:30to 12:00 C-2 8 :30 to 12 :00 
B-1l 11:00to 3:00 C-l 11:00to 3:00 D 11:00to 3:00 
E 11:00to 3:00 F 8:30to12:00 L 8 :30 to 12 :00 
N-1 8:30to12:00 M-1 8:30to12:00 N-2 11:00to 3:00 
G 8:30to12:00 H 11:00to 3:00 J-K 11:00to 3:00 
M-2 11:00to 3:00 P-l 8:30to12:00 P-2 8 :30 to 12 :00 
I 11:00to 3:00 Q-R 8:30to12:00 T-U-V_ 11:00to 3:00 
S-1 8:30to12:00 S-2 11:00to 3:00 Misc. 8 :30 to 12 :00 
W-X-Y-Z 11:00to 3:00 Misc. 8:30to12:00 
Misc. 8 :30 to 12 :00 
Cash Posted daily 8:30 a.m. and 4:00 p.m. 


ExHIBIT 1 


posting drawer to be assembled into one lot. If a ledger is sched- 
uled to be posted from 8:30 to 12:00, the file clerk at 8:30 re- 
moves the invoices from the posting drawer, assembles them in 
alphabetical order and stuffs them in the ledger in front of the 
last sheet of the account to be posted, and the ledger is then 
passed to the posting clerk. After the postings have been made 
to the ledger, the posting clerk refers the proof sheet to the con- 
trol clerk who determines whether or not the posting is in balance. 
After this has been completed, the invoices are delivered to an- 
other department for compiling various records, and the credit 
memoranda are handed to the cash checker for application to 
specific open items in the same manner as remittances. 


Handling Remittances 


Remittances are handled in the following manner: Our general 
mailing department delivers remittances at intervals of fifteen min- 
utes to the accounts receivable section, starting at 8:15 a.m. and 
continuing this special service until 11:00 o’clock, at which time 
approximately 90 per cent of the daily remittances have been re- 
ceived. Immediately upon their receipt, details are prepared for 
the district headquarters offices. If there is not a detachable re- 
mittance advice, the details are recorded on the envelope in which 


385 











January 15, 1938 


N. A. C. A. Bulletin 


Z LidiHxy 


















































1,00 ° Sz JA | 00°60t uso OT uBe 
400° TSS 00°00¢ Trs98 N & wer 
Lc6T 
00° TST 00°OT Zveg OT ¥T 0g 90g 
00°2 Sheet N %T 9eq 
oVi| o00°ss OSs N %T 00q 
of! 00°T 0S9 FT S TT eg 
00°2 00° OTT lA | 00°OOT usp Og AcN 
00° OTS A) 00°09 OSTZ6 N 9T 40y 
oft 00°OS Sesre N ST AON 
oxfir| 00°OOT 849S OT $e OT AON 
annoosia | BOnvV IVa || 4iaqzyuD A 29uvVHD BONSUssaY swudPosva 
00°09 
oot, | 00044 
“o20 “AON "190 “id3s onv Aine SNF AVI “udv HOUVAN a34 “nvr 





























a0vd 





teloelezlez|zzlozisz|yzlez|ecliziozlerles|ziloslsslysles[ztiisiosje|el/ziols|vieleis] 








586 








January 15, 1938 N. A. C. A. Bulletin 





the remittance was received. The reason for using the envelope 
on which to record the details is that the customers name already 
appears as the return address on the envelope. By using the 
envelope for this purpose it saves writing the customer’s name 
on approximately 35 per cent of the remittances. The checks, 
with details attached, are then sorted to ledgers. At 11:00 o’clock 
we start sorting the checks for each ledger alphabetically and in- 
sert them in the ledger in front of the last sheet of the account 
to be posted, extended to the left. By referring to Exhibit 1 
you will note that some of the ledgers are being posted at this 
time and in such cases the checks are kept intact until the posting 
has been completed. The function of sorting and filing remit- 
tances is performed by the same group of people who sort and 
file invoices and credits. We have other clerks specially trained 
and assigned to completely apply remittances to customers ac- 
counts and to keep the aging of the account up-to-date after 
remittances have been applied. It is important that all of our re- 
mittances be applied and deposited promptly. Therefore, if the 
treasury department have certain duties to perform on a ledger 
on which remittances have not been applied, it would be unwise 
for them to use the ledger for performing their duties at that time 
since their duties are, in most cases, less important than the ap- 
plication of remittances. 

The cash checker, when applying the remittance, places the 
following banking day date to the right of the item that is being 
paid. After the remittance is applied to the account, an adding 
machine listing is prepared of the items checked, which total must 
agree with the total of the remittance. This listing proves, first, 
that the account has been checked correctly, second, the calcula- 
tion of the remittance which is required before depositing. 

After the remittance is applied and found to be correct, the 
aging figures shown at the top of the ledger sheet, Exhibit 2, are 
changed. I shall explain this procedure later in this discussion. 
The remittances are left inserted in the ledger in front of the 
last sheet of the account to which it is to be posted, extended to 
the right. The details are accumulated by the cash checker and 
handed to the clerk with the copy of the cash book for mailing to 
the interested district treasury representative. If a cash dis- 
count has been deducted, a separate form is used to record the 
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amount that is to be credited to the customer’s account, the 
amount of the remittance, and the amount of discount. This form 
is attached to the remittance, and posting to the account is made 
from it. If a remittance is received which cannot be identified a 
return postcard is sent to customer requesting additional informa- 
tion. If a deduction is made from a remittance other than cash 
discount, the details of the deduction are reported on a deduction 
sheet. This form is referred to our claim section which in turn 
forwards it to the interested credit issuing point for adjustment. 
Adjustment is made by credit memorandum, or advice to the 
treasury department that the amount is collectible. Remittances 
are posted to the accounts daily, starting at 4:00 p.m. 


The Cash Book 


As previously mentioned, a copy of the cash book together 
with details of remittances, is furnished to the interested dis- 
trict treasury representative daily. A narrow strip on the right 
of this form is used as a deposit tape. The original tape accom- 
panies the checks to the bank and the copy is retained by the 
cashier. The method which we use for posting remittances ac- 
complishes four things in one operation: first, customer’s account 
is credited, second, the permanent cash book prepared, third, the 
deposit slip produced, and fourth, the net current balance for 
each customer is shown on the cash book. 


Age Analysis of Accounts 


The second step, or responsibility, in our operation is the prep- 
aration of analytical and statistical information for the manage- 
ment. This information is a transcription of the age analysis 
obtained from the ledger sheets. Exhibit 2 is a specimen of our 
account with the John Doe Company. You will note that during 
the month of November we issued three invoices totaling $210. 
On November 20 we received a remittance in the amount of $100 
which was in payment of November 10 invoice. This reduced 
the balance to $110 at November 30. During December we issued 
four invoices which increased the balance to $181 at December 
31. On January 5 we issued an invoice for $200 increasing the 
balance from $181 to $381. On January 10 they made a re- 
mittance of $109 in payment of invoice dated November 15, 
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amount $50, December 11, amount $1.00 and December 14, 
amount $58. Please note that identification of the payment of 
$109 to individual invoices was made by showing the date of 
the remittance opposite each of the items paid. You will note 
from the top of the ledger sheet that at the end of January the bal- 
ance of $272 was made up of items outstanding in November, 
totalling $60, items outstanding in December totalling $12 and 
items outstanding in January totalling $200. You will further 
note that the January or current item of $200 does not appear 
in the aging block since we do not show current charges on our 
age analysis report. Our age analysis report for the account of 
John Doe Company at January 31 would be shown as follows: 
balance $272, items 30 days old $12, items 60 days old $60. In 
order to arrive at the current charges, take a total of the 30 and 
60 day items, subtract it from the balance and the difference would 
represent current charges. 

The aging of our accounts is done throughout the month start- 
ing immediately after the close of the previous month’s business. 
This operation is performed by the posting clerks, who not only 
ages, but at the same time verifies that the open items represent 
the balance in the account. At the close of the month we produce 
a transcription of our age analysis which is furnished to the treas- 
ury and executive departments and also to the district treasury 
representatives. After the final posting of invoices and credits 
for the month has been made to the ledgers, the accounts showing 
a zero balance are removed and filed in the closed file. The 
ledger is then handed to a typist for typing customer’s name and 
address on an age analysis and trial balance. The ledger and 
the age analysis and trial balance form is handed to the posting 
operator who fills in the amounts obtained from the top of the 
ledger sheets. The total in the balance column, arrived at by 
the machine, must agree with the ledger control before the age 
analysis is released for distribution. 


The Progress Report 

Exhibit 3 is a progress report that is kept by the clerk super- 
vising the details to enable him to follow the progress of the 
different operations to insure prompt closing and mailing of all 
reports and statements required of the section. In the second 


389 

















































































































































































































¢ Lidinxy 
co } TWlOs 
nN T 
n 
eo VI09 909 
vt LMAAN YAO 
ona AMONG | 
ora 
Oosam 
zZ-.W 
§ 1- Vv - Sumgaor 
> a‘o"9 
Z2-2-£-A 
A-Q2-a 
2-8 
t-s. 
u-d 
2-4 
T-4 
0-2-4 
t-s 
ze R 
} t-H w 
| 1 
} | a-f 
| oem eI I 
' | | a 
}—__+_ + +} —_ 4 
[ | 9 
- 4 : ee | 
£ - | Cailiend || A 
ry _ | | | | a 
— 4 : T cme ae 7 T a 
S = | } + —— 1 4 
| { 2-9 
& = — ee ee ee ee 
} | ai = Xa 
. | le | 2-4 
= a 4 4 4 4 
| a | - = . > = 
GC en oe | = CI y 
TLNOW Galva Give [ariivm |aavounta |aaonvive | daieod| | GadALlqgaoway GLM0090¥ MILGOd ‘Tvulal eter wl 
- ZoONVIVE RSVO Sid ZOnvIVa SISAITVNV-@OV aasolo 
. 
z Od LH¥OdAH SERBHOOHd AHVY AdUVIVE 














January 15, 1938 N. A. C. A. Bulletin 





column under the final posting, that is, after the final invoices 
and credits have been posted to the accounts, are shown the 
initials of the operators who completed the posting and the date. 
Under closed accounts are shown the initials of the clerks who 
removed them and the date. Under age analysis, in the three 
columns headed typed, posted and balanced, are shown the initials 
and dates of the clerks performing these operations. In the next 
column “To Finucane,” who is in charge of our duplicating ma- 
chines, is shown the date copies were requested, and in the next 
column the date of distribution. In the column under balance 
and date is shown the balance existing on the age analysis and the 
ledger control at the time the age analysis was posted. In the 
next column is shown the total current cash that has been credited 
to the accounts, in this case on March 1 and 2. The last column 
represents the balance for the particular ledger at the close of 
the month, “February business.” The age analysis report, which 
please note is also a trial balance, is always mailed not later 
than the fourth working day of the succeeding month. 


Information for District Treasury Representatives 


The third step in our operation is to provide the necessary in- 
formation for district treasury representatives. As previously 
mentioned, we furnish our district credit representatives with a 
copy of our daily cash book supported by details of remittances. 
We also mentioned that we furnish them with an age analysis 
and trial balance of all of our customers open accounts. This is 
used by the district treasury representatives in practically the 
same manner as a ledger record. By that we mean that, as 
they receive a copy of the daily cash book, supported by details 
of remittances, the total for each customer is applied on the age 
analysis against that customer’s balance. This application is 
made by the district credit representative for use in the passing 
on credit only, and is not used for collection purposes. The in- 
formation for collection of certain accounts is transmitted in de- 
tail from headquarters, which detail I will explain later. 


Records Furnished for Treasury Department 
We have previously explained the usual purpose of accounts 
receivable records, also, the type of information required and how 
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it is furnished to our management and to our district treasury 
representatives. The last of the four distinct functions in our 
operation is the record furnished for the treasury department to 
be used for both credit and collection activities. 

The treasury and accounting departments use the same records 
for performing their several duties. The treasury department cor- 
respondents mail all collection form letters and handle all cor- 
respondence pertaining to collections in connection with custom- 
ers’ accounts. In view of this, it was necessary that at the start 
of this new plan the departments be located adjacent to each 
other. The records are kept in a safe, conveniently located for 
both departments. The treasury department when handling cor- 
respondence, or arranging for the review of a particular ledger, 
make certain that the tickling of the files, etc. is arranged in 
such a manner as not to conflict with the posting schedule pre- 
viously explained. The treasury correspondents’ duties also in- 
volve the analyzing of financial statements of customers, and 
prospective customers, and the passing on credit of certain ac- 
counts which our district treasury representative may refer to 
them for final determination of credit. 


Collection Procedure 


At the beginning of each month a schedule is prepared show- 
ing the dates that each ledger is to be reviewed for past due items. 
This review is made by the accounts receivable section. For an 
item that is past due, the invoice reference is transcribed on a slip 
of paper size 1” x 4”. After the ledger ‘is reviewed, these slips 
are delivered to the invoice file section, which prepares in tripli- 
cate a form letter which is an exact copy of the original invoice. 
These are then delivered to the accounts receivable section, which 
again reviews the accounts to determine whether the invoices are 
still unpaid. The reason the second review of the accounts is 
made is to determine whether or not the item has been paid during 
the interim for the preparation of the collection form. If the in- 
voice is still unpaid, the date that this collection form (green copy) 
is mailed, is indicated to the left of the invoice reference on the 
ledger sheet, Exhibit 1. 

Forms 2 and 3 (yellow and buff) are placed in file for future 
reference to eliminate the necessity of future duplication in the 
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event payment is not made in the required time after Form 1 
has been mailed. The schedule that is prepared at the beginning 
of the month includes the time for making another review of the 
ledger to determine whether or not payment has been received. 
When this review is made and it is found that the item has been 
paid, the second (yellow) and the third (buff) copies are de- 
stroyed. However, if the item is still unpaid, the date is shown 
on the ledger sheet to the right of the reference number and Form 
2 (yellow) is forwarded to customer. If payment is not made 
upon the second request within a reasonable time, Form 3 (buff) 
together with any correspondence pertaining to the particular in- 
voice, is forwarded to the district treasury representative for fol- 
lowing to a conclusion. On the bottom of Form 3 (buff) there is 
given the complete story in connection with the invoice, by indi- 
cating that the first request for payment was sent out on a certain 
date and the second request at another date. When it becomes 
necessary to forward an item to the district for collection, the 
letter “D” and date is shown to the right of the terms on the 
ledger sheet, thus indicating that no further action is necessary by 
headquarters. You will note that this plan eliminates the com- 
mon practice of customers advising non-receipt of the original in- 
voice, since the form itself is a duplicate of same. 


C.0.D. Accounts 


Our C.O.D. accounts are handled quite differently from our 
regular customer accounts. Instead of having a ledger statement 
for each C.O.D. customer, the invoices and credits are kept intact 
and they represent the ledger. When the proceeds are received 
the invoice is removed from the ledger, stamped paid, and placed 
in a closed file alphabetically. The cash book is written showing 
the money order number, invoice number, and the amount. A 
C.O.D. inquiry form is used for following those C.O.D. items 
on which proceeds have not been received or where disposition of 
any differences is required. 


Results 


I have attempted to explain in detail the procedure used by the 
Westinghouse Company. While we do not claim it is perfect, we 
have been able to reduce the cost of operation by approximately 
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25 per cent. To us this means a saving of approximately $2,500 
per month. The routine is positive enough to vary the number 
of employees to meet varying loads by release or addition of 
junior clerks without the usual trouble following such changes, 
and of major importance, we complete each month’s posting and 
balancing, and the mailing of our reports and statements by the 
fourth of the following month, instead of the fifteenth or sixteenth 
as was the case under the previous plan. 
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